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TESTIMONY OF
JAMESL. CONNAUGHTON
CHAIRMAN, WHITE HOUSE COUNCIL ON ENVIRONMENTAL QUALITY

BEFORE THE UNITED STATES SENATE
COMMITTEE ON ENVIRONMENT & PUBLIC WORKS

SEPTEMBER 20, 2006
INTRODUCTION

Mr. Chairman, | am pleased to testify today on the Asia-Pacific Partnership on Clean
Development and Climate (the Partnership), announced last year and launched in January 2006
by President Bush and the leaders of Australia, China, India, Japan and South Korea. This
Presidential initiative establishes an innovative public-private collaboration for addressing the
interconnected challenges of assuring economic growth and development, poverty eradication,
energy security, pollution reduction, and mitigating climate change. The Partnership’s six
members represent about half the world’ s economy, population, and energy use. Together they
produce about 68 percent of the world’s coal, 61 percent of its cement, 50 percent of its net
electricity generation, 54 percent of its steel, and 40 percent of its aluminum. Partner countries
also emit significant amounts of air pollution and around 50 percent of the world’s carbon
dioxide emissions from fossil fuels. As| will explain in greater detail below, the Partnership is
working initially in eight major sectors to share technologies and practices, open up markets and
reduce barriers, to significantly increase investment in the best of today’ s technologies and
accel erate the development and use of the best technol ogies working their ways through public
and private research. We are focused on achieving practical outcomesin the areas of: cleaner
and lower carbon emission fossil power technology, renewable and distributed energy systems,
power generation and transmission efficiency, steel, aluminum, cement, coal mining, and

buildings and appliances.

Mr. Chairman, | would like to thank you, and members of this committee and the Senate, for

your broad bipartisan support for the Asia-Pacific Partnership. The Partnership is a key means of
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implementing a strong, bi-partisan Senate amendment that became Title XV of the Energy
Policy Act of 2005 (EPAct 2005). The Partnership is consistent with the Clean Energy
Technology Exports Initiative (CETE) discussed in the FY’ 01 Senate Energy and Water
Development Appropriations Bill. Many aspects of the CETE initiative are now found in EPAct
2005 and are being implemented through the Partnership. The Partnership targets the kind of
fast-growing, middle-income industrializing countries on which EPAct asks usto focus.

The Partnership is ateam effort and requires ateam budget to administer. Reflecting the
Partnership’s philosophy of taking an integrated approach, funding for implementing the
initiative is spread over four agencies: the Department of State (State), the Department of

Energy (DOE), the Environmental Protection Agency (EPA), and the Department of Commerce
(DOC). | look forward to using this opportunity to discuss the benefits of the Partnership and the
urgent need for Congress to support the President’ s $52 million fiscal year 2007 budget request,
which will help leverage billions of dollarsin private and public investment in a more secure,

more efficient, cleaner and lower greenhouse gas energy future.

UNITED STATESPOLICY OBJECTIVES

The Asia-Pacific Partnership will help bring into the international arena U.S. policy objectives
for improved energy security, improved air quality and public health, and reduced greenhouse
gasintensity. At the sametime, our partners share these objectives and will share with us their

complementary national strategies.

| mprove Energy Security

In order to improve our nation’s energy security, the Administration is focusing on the
development and deployment of new, clean technologies to reduce our reliance on foreign
sources of energy and, ultimately, to diversify away from a hydrocarbon society. The
Administration is implementing policies to advance these objectives in both the power

generation and transportation sectors.
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Electricity Generation

To secure our long term electric power generation needs, we are working to strengthen and
increase the availability of domestic sources -- abundant renewable energy, clean coal, and
emission-free nuclear power, aswell aswhat | would describe as our massive “reserves’ of
energy efficiency and conservation. We are implementing and devel oping policies that ensure
current and future energy supplies will meet our more stringent requirements for air quality

improvement and the need for greenhouse gas mitigation.

Advanced Energy Initiative. In his State of the Union Address this year, the President announced
his new Advanced Energy Initiative (AEI). The AEI includes programs promoting the use of
technol ogies that reduce oil use by improving efficiency, expansion of aternative fuels from
homegrown biomass, and development of fuel cells that use hydrogen from domestic feedstocks,
and programs to change the way we power our homes and businesses, such as addressing the
high costs of natural gas and electricity by generating more electricity from clean coal, advanced

nuclear power, and renewable resources such as solar and wind.

One of the core objectives of the AEI is to change how we power our homes and offices through
increased investment in revolutionary solar and wind technologies. To fulfill solar energy’s
promise, the President proposed a new Solar America Initiative. The Solar America Initiative
will accelerate the development of advanced photovoltaic (PV) materials that convert sunlight
directly to electricity, with the goal of making solar PV cost-competitive with conventionally
generated electricity such as coal and nuclear by 2015. Asthe per-unit cost for these advanced
PV technologiesfalls, sales volume will go up, driving innovation and further cost reductions.
Globally, attempts to bring electricity to the developing world will frequently employ solar PV

as an alternative.

Wind energy is one of the world's fastest-growing energy technologies. In 2005, the U.S. wind
energy industry installed more than 2,300 megawatts (MW) of new wind energy capacity — or
over $3 hillion worth of new generating equipment — in 22 states. That capacity is roughly
equivalent to four typical coa power plants. Areas with good wind resources have the potential
to supply up to 20% of the electricity consumption of the U.S.
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To expand the generation of clean energy from wind, the President has committed to advance the
use of wind technology. We are working to help improve the efficiency and lower the costs of
conventional wind turbine technologies, and help develop new small-scale wind technologies for
use in low-speed wind environments. Combined with the ongoing efforts to expand access to
Federal lands for wind energy development, our efforts could help dramatically increase the use

of wind energy inthe U.S.

EPA ct 2005 provides a number of tools to help assure that renewable energy will become a
viable, affordable source of energy to power our homes, businesses, and industries. A few of the
most significant provisions deal with tax credits and research and development. The Renewable
Electricity Production Credit (REPC) isa 1.5 cent per kilowatt-hour tax credit with a multi year
extension that may last for up to 10 years. This credit is adjusted annually for inflation.
Qualifying electricity generating resources includes wind, open-loop and closed-loop biomass,
geothermal energy, small irrigation power (150 kW - 5 MW), municipal solid waste, landfill gas,

and hydropower.

EPAct 2005 also establishes a 30% tax credit up to $2,000 for the purchase and installation of
residential photovoltaic (solar electric) and solar water heating property. An individual can take
both of these creditsfor atotal of up to $4,000. A 30% tax credit up to $500 per 0.5 kW isaso

available for fuels cells.

Another important EPAct initiative is the Renewable Energy Production Incentive (REPI). REPI
provides financial incentive payments for electricity produced and sold by new qualifying
renewable energy generation facilities that are not eligible for tax credits. Qualifying facilities
include publicly owned utilities, not-for-profit electric cooperatives, and tribal entities that
produce electricity from renewable sources. These facilities are eligible for annual incentive
payments of 1.5 cents per kilowatt-hour for the first ten year period of their operation, subject to

the availability of annual appropriationsin each Federal fiscal year of operation.
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Recognizing that additional research and development is till critical to improve the market
penetration of renewable power generation, EPAct authorized $2.2 billion for renewable energy

sources including hydro, wind, geothermal, and solar.

Complementing these incentives for renewable energy, EPAct provided for loan guarantees to
Spur investments in projects employing renewabl e technologies. Secretary Bodman recently
unveiled DOE’ s guidelines for the loan guarantee program which included providing for

leveraged funding opportunities up to $2 billion dollars.

Clean Coal. The U.S. has vast coal reserves and about half of its electricity is generated from this
fuel. Because coal has great potential to provide domestically secure, cost-efficient electricity,
advanced coal-based power generation isvital to energy security while meeting air quality needs
and setting a foundation for greenhouse gas mitigation. The goal of the Coal Research Initiative
(CRI) isto remove technological market obstacles and produce public benefits by conducting
research, development, and demonstration of coal-related technologies that will improve coal’s
competitiveness in future energy supply markets. As part of the CRI, the Clean Coal Power
Initiative (CCPI) is a cost-shared program between the government and industry to demonstrate
emerging technologies in coal-based power generation, thus accelerating their path to
commercialization. The FutureGen project, also a part of CRI, isa 10 year, $1 billon
government-industry effort to design, build, and operate the world’ s first near-zero atmospheric
emission coal-fired power plant. This project, which cuts across many areas, will incorporate the
latest technologies in carbon sequestration, oxygen and hydrogen separation membranes,
turbines, fuel cells, and coal gasification. The governments of India and South Korea have
recently committed to join and contribute financially to FutureGen. The FutureGen Alliance also
includes Chinese and Australian companies contributing to the private sector cost-share. Asan
important complement to this effort, we are aggressively pursuing the promise of cost-effective
techniques for CO, sequestration through the Carbon Sequestration L eadership Forum,
comprising 21 countries and the European Commission. Ten projects have been recognized by
the Forum, including four with U.S. participation. The U.S. also |eads the Regional Carbon
Sequestration Partnerships project, which began in September 2003, and is a broad-based
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collaboration of industry and the research community to help identify and test the most
promising opportunities for implementing sequestration technologiesin the U.S. and Canada

Nuclear Power. Nuclear power provides an abundant, affordable, clean, and safe source of
energy. The U.S. has 103 commercial nuclear power plants operating in 31 states. Nuclear power
plants supply approximately 20 percent of America’s electricity. The clean air benefits of
nuclear energy are enormous. Last year, the domestic use of nuclear energy prevented the
release of up to 3 million tons of sulfur dioxide and 1 million tons of nitrogen oxide. The use of
nuclear power has aso avoided the emission of 700 million tons of carbon dioxide per year, an
amount nearly equal to the annual emissions from 136 million passenger cars.

While nuclear plants have had dramatic increasesin their efficiency, offsetting the need to build
severa new plants fueled by other sources, no U.S. power company has constructed a nuclear
plant in about 30 years. However, nuclear energy is making aresurgence. In the past year about

12 companies have expressed an interest in building new plants.

The EPAct 2005 included a number of nuclear related provisions that address both existing
nuclear energy facilities and set the stage for a nuclear renaissance. EPAct 2005 was successful
in giving the Nuclear Regulatory Commission the toolsit will need to meet its challenges as we
look to them to permit new nuclear facilities. EPAct also provided additional incentives such as
loan guarantees, production tax credits and federal risk insurance for the builders of new plants.
This new law also addresses the issue of security at our commercial nuclear facilities, giving the
public the confidence that these sites are well protected. Mr. Chairman, | want to congratul ate
you and the full EPW Committee on your action to pass many of these important nuclear

provisions.

The Nuclear Power 2010 program is focused on reducing the technical, regulatory and
ingtitutional barriersto deployment of new nuclear power plants based on expert
recommendations. The Nuclear Power 2010 Program is designed to work with the nuclear
industry in a cost-shared arrangement to establish a market-driven, public-private effort to
address the technical, regulatory and institutional challenges to new plant construction. The
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program’ s basic missions are to demonstrate the new Nuclear Regulatory Commission licensing
processes, identify suitable sites for new plants, and certify state-of- the-art (or “ Generation

[11+”) designs for new nuclear power plants. The goal of the Nuclear Power 2010 program isto
facilitate an industry decision to build and operate at least one new advanced light-water reactor

plant in the U.S. early in the next decade.

We are also committed to more effective international cooperation, which will produce strong
benefits here at home. The Global Nuclear Energy Partnership (GNEP) seeks to develop
worldwide consensus on enabling expanded use of economical, emission-free nuclear energy to
meet growing electricity demand. By working with other nations under the Global Nuclear
Energy Partnership, we can provide the less expensive, safe, clean energy that growing
economies need, while ensuring nuclear nonproliferation. Americawill work with nations that
have advanced civilian nuclear energy programs. GNEP will use new technologies that
effectively and safely recycle spent nuclear fuel. Re-processing spent nuclear fuel for usein
advanced reactors has the potential to significantly reduce storage requirements for nuclear
waste. It will also allow us to extract more energy from fissile materials in spent fuel that would
otherwise be sent directly to a geologic repository. Through our partnership, we can help
developing countries meet their growing energy needs by providing them with small-scale
reactors that will be secure and cost-effective. We will aso help ensure that developing nations
have areliable nuclear fuel supply. In exchange, these countries would agree to use nuclear
power only for civilian purposes and forego uranium enrichment and reprocessing activities that

can be used to devel op nuclear weapons.

Vehicles
We are al so working to improve the way we power our transportation through improvementsin
vehicle fuel economy, greater availability and use of current and next generation renewable

fuels, and ultimately through zero-emission hydrogen.
Corporate Average Fuel Economy (CAFE). Since 2003, the Bush Administration has finalized

two sets of Corporate Average Fuel Economy (CAFE) regulations requiring a combined 15
percent increase in the fuel economy of light trucks, including for the first time, large and very
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heavy Sport Utility Vehicles, such asthe Hummer H2. The Administration’s latest CAFE
regulation reforms the structure of the program and implements improvements recommended by
the National Research Council of the National Academy of Sciences that will not only help save
fuel, but also lives and American jobs. These actions are projected to save more than 14 billion
gallons of gasoline over the lifetime of these trucks, and correspondingly avoid over 100 million
metric tons of carbon dioxide emissions. The President has strongly urged Congress to give us

authority to establish new rules on passenger car fuel economy based on these concepts.

Tax Incentives for Efficient Vehicles. The President proposed, and Congress enacted, tax
incentives of up to $3,400 per vehicle to encourage purchase of highly efficient hybrid and clean
diesel vehicles, which offer near-term potential to reduce demand for fuels made from crude oil.
The President has called on Congress to reconsider certain limitations that EPAct placed on the
availability of these tax creditsto allow for their broadest use.

Renewable Ethanol and Biodiesel. Biofuels can be produced either by the conversion of sugar,
starch, or cellulosic feedstocks to ethanol, or by conversion of animal fats or soybean or other
plant oilsto produce biodiesel. These clean-burning fuels are currently either mixed with
gasoline or diesel fuel in small amounts (up to 10% for ethanol and up to 20% for biodiesel) and
used in conventional vehicles to help reduce petroleum demand, or in the case of ethanal,
blended in larger amounts (up to 85% ethanol to make E85 fuel) and used in specifically-
designed flexible-fuel vehicles (FFVs). In 2005, the 4 billion gallons of ethanol blended into
gasoline amounted to about 3% by volume of all gasoline sold in the United States.

The EPAct 2005 established a renewabl e fuels standard to require the use of 7.5 billion gallons
of renewable fuels such as ethanol and biodiesel by 2012. Because of higher crude oil prices,
producer tax incentives, and the phasing out of MTBE, however, we are likely to exceed the
EPAct’ starget by asignificant margin. The EIA projects renewable demand in 2012 of 9.6
billion gallons for ethanol and 300 million gallons for biodiesel, assuming crude oil prices
forecast at $47 per barrel.
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Alternative Fuel Facilities. The EPAct 2005 also provides a 30% tax credit for installation of
aternative fuel stations, up to a maximum of $30,000 per year. Currently only about 700 public
“E85” (85% ethanol) fueling stations exist in the U.S. The increased availability of E85 will
mean that more FFV's can use ethanol. Of the approximate five million FFV's on our roads
today, most are currently fueled with conventiona gasoline rather than E85, in part due to the
limited availability of E85.

Cdlulosic/Ethanol. The President’ s goal isto make cellulosic ethanol cost-competitive by
2012, enabling greater use of this alternative fuel to help reduce future U.S. oil consumption.
Virtually al domestically produced ethanol currently comes from corn. However, corn and other
starches and sugars are only a small fraction of biomass that can be used to make ethanol. A
recent DOE/USDA study, using aggressive technology and land use assumptions, suggests that
the U.S. could produce or harvest biomass resources capable of being converted into 60 billion
gallons of biofuels per year - 30% of current U.S. gasoline consumption —in an environmentally
responsible manner without affecting future food production. Although the study does not
consider cost and sustainability, it provides an estimate of our significant biomass resource
potential. To achieve greater use of “homegrown” renewable fuels, we will need advanced
technologies that will allow competitively priced ethanol to be made from cellulosic biomass,
such as agricultural and forestry residues, material in municipal solid waste, trees, and grasses.
Advanced technology can break those cellulosic materials down into their component sugars and
then ferment them to make fuel ethanol. To help reduce the costs of producing these advanced
biofuels and ready these technologies for commercialization, the President’ s 2007 budget request
increases DOE'’ s biomass applied research funding by 65%, to atotal of $150 million. In
accordance with Section 932(d) of the EPAct, a Funding Opportunity Announcement was made
by Secretary Bodman on February 22, 2006 for the commercial demonstration of integrated
biorefineries. Total amount of these multi-year awards is $160 million (not including 60% cost-
share). The projects are currently in the review process with notification of 2-4 winners
anticipated late in 2006.

Hydrogen Fuel Initiative. In his 2003 State of the Union Address, President Bush launched the
Hydrogen Fuel Initiative, which seeks to work in partnership with the private sector to accelerate
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the research and development required for a hydrogen economy. The President’s Hydrogen
Fuel Initiative and the FreedomCAR Partnership combined are providing nearly $1.7 billion over
five years, from fiscal year 2004 to 2008, to develop hydrogen-powered fuel cells, hydrogen
infrastructure technol ogies, and advanced automobile technologies. The President’s Initiative
will enable the commercialization of fuel cell vehiclesin the 2020 timeframe. Through this
initiative, the cost of afuel cell has been cut in half, and the expected life of an automotive fuel
cell has been doubled since 2003. | have driven several prototypes of such vehicles. Private

sector interest and investment remains high.

Improve Air Quality and Public Health

Air pollution in the U.S. has declined by 53% since 1970. During the same time period, the
economy increased by 195%, energy use increased by 48% and the population increased by 42%.
Between 2000 and 2005 alone, U.S. air pollution declined by 12%. The success of declining
emissions as the economy growsis due, in part, to the remarkable progress American innovators
have had in devel oping and deploying emission control and efficiency technologies and
practices. The President’s clean air initiatives are designed to build on and significantly

accelerate this progress, in both the power generation and transportation sectors.

Cleaner Power Generation — Both Old and New. The Clean Air Interstate Rule (CAIR) will
require power plants in the eastern part of the U.S. to cut their emissions of sulfur-dioxide,
nitrogen oxide and, for the first time, mercury by nearly 70 percent. Coupled with EPA’sruleto
decrease emissions from heavy-duty on-highway and non-road diesel engines, and other existing
state and federal control programs, CAIR will help bring most of the country into attainment
with more stringent ozone and PM 2.5 air quality standards. Attainment of the standards will
provide room for economic growth as manufacturers seek permits to expand their operations and
to build new facilities. The broadly distributed and relatively minimal impact these regulations
will have on natural gas, coal and e ectricity prices will also provide economic advantage by
achieving the environmental benefits in the most cost effective manner. By providing aclear,
long-term, market-based regulatory framework, CAIR will help improve stability of electricity

prices for consumers and manufacturers.
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The President’s Clear Skies legislation would improve on these outcomes by expanding the
power plant controls under CAIR nationwide. Clear Skies would cap emissions from more than
1,300 power plants nationwide, reducing pollution by as much as 9 million tons annually at full
implementation. Utilities will achieve this by spending more than $52 billion to install, operate
and maintain new, primarily clean coal pollution abatement technology on both old and new
power plants. The Clear Skies legislated cap-and-trade program, using the same mechanism as
the highly successful Acid Rain Trading Program, will require only afew dozen government
officials to operate and will assure aimost 100% compliance through a system that is easy to

monitor and easy to enforce.

Cleaner Transportation. The Administration is also implementing new rules regulating
emissions from both highway and non-road diesel engines and fuels. The Ultra Low Sulfur
Diesel rule will go into effect nationwide in October. Thisrule will dramatically reduce
emissions from both highway and non-road diesel engines by more than 90%. Removing the
sulfur from the fuel, paves the way for the Administration’s new rules cutting nitrogen-oxide and
particul ate matter (PM) emissions by 90-95% from the diesel engines on new heavy duty trucks,
school buses, and non-road vehicles such as construction and farm equipment, and ultimately
certain ships and locomotives. This program will aso reduce non-methane hydrocarbons
(NMHC), sulfur dioxide (SO,), carbon monoxide (CO) and air toxics emissions. These new rules
are the result of an EPA-led collaborative process that had wide support from industry — fuel
refiners and distributors, engine and equipment manufacturers — environmental groups and
other stakeholders. Together these rules will make that familiar “black puff of smoke” athing of
the past.

The technological breakthrough of a new generation of clean diesel fuels and engines opens up a
dramatic new opportunity for fuel savings and greenhouse gas reductions in the high volume and
turnover market of passenger cars and light duty vehicles. In part because of stringent tailpipe
pollution standards, only avery small percentage of passenger cars, SUVs, delivery vans and
pickup trucks are diesel. By contrast, in Europe, with less stringent tail pi pe standards and
higher gasoline prices, the percentage of diesel passenger and light duty vehiclesis quite high.
With the availability of new diesels than can meet our new clean air standards, even a modest
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increase in the diesel fleet percentage can produce enormous savings. Clean diesel engines
reportedly are about 25 to 35 percent more fuel efficient than gasoline engines. These gains are
achieved throughout the driving cycle, in contrast with hybrids which produce their gains
primarily in city driving. Clean diesel engines also substantially reduce the amount of CO, per
miletraveled. At the sametime, clean diesels offer greater performance (especially pulling
heavier loads), lower maintenance costs, longer engine life, and the capability to use biodiesel, a
fuel that can be produced from awide variety of biomass sources, without losing as much of the
fuel economy benefit as ethanol does. That iswhy DOE has helped initiate an accelerated
process to establish national and international bio-diesel fuel standards, which should further
enable the design of high-performing and reliable clean diesel engines for both the U.S. market
and global market.

Reduce Greenhouse Gas | ntensity

Our Climate Approach. The President is firmly committed to taking sensible action on climate

change — at home and abroad. Climate changeis a serious, long-term challenge that requires an
effective, sustainable policy. The Administration’s climate change policy is science-based,
encourages research that |eads to technological innovation that is cleaner and more efficient, and
takes advantage of the power of markets to bring those breakthrough technologies into
widespread use. Our inclusive strategy brings al stakeholders to the table and encourages
meaningful global participation through actions that will reduce greenhouse gas emissions,
improve energy security and cut air pollution that is harmful to human health and natural
resources while ensuring continued economic growth and prosperity for our citizens and for
citizens throughout the world. Economic growth enables investment in the technol ogies and
practices we need to burn our vast reserves of coal more cleanly and efficiently and reduce our

dependence on imported fossil fuels.

Progress Toward the President’s Goal. The President has set an ambitious target of cutting our

greenhouse gas intensity by 18 percent through the year 2012.  When announced, this
commitment was estimated to achieve about 100 million additional metric tons of reduced
carbon-equivalent emissionsin 2012, with more than 500 million metric tons of carbon-
equivalent emissions in cumulative savings over the decade. Our objective isto significantly
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slow the growth of greenhouse gas emissions and, as the science justifies, stop it and then reverse
it. While measuring progress in absolute terms is important, the most useful measure for policy
management purposes is the relative improvement in greenhouse gas emissions intensity — a
point that our Asia-Pacific Partners recognize. The intensity measure appropriately recognizes
reductions that are achieved through increased investment in efficiency, productivity and
economically valuable outcomes that require less energy or otherwise lead to lower emissions.
The intensity measure sharply discounts reductions produced by economic decline, job loss, or
policies that simply shift greenhouse gas emitting activity from the U.S. to another country —in

which case the desired emissions reduction did not actually happen.

To meet help our intensity target, further our understanding of climate science, and help reduce
our emissions in the long-term, the Administration has committed more than $29 billion for
climate change related activities since 2001, helping fund numerous related to climate change.
The President’ s 2007 Budget includes an additional $6.5 billion for climate change related
activities— an increase of 12 percent from the previous year. Because of this aggressive strategy,
we are well on our way to meeting our target. According to EPA data reported to the UNFCCC,
U.S. greenhouse gas intensity declined by 2 percent in 2003, and by 2.5 percent in 2004." Put
another way, from 2003 to 2004, the U.S. economy increased by 4.22% while greenhouse gas
emissions increased by only 1.7%. Thisrate of progress exceeds the progress in most other major
developed countries. A June 2006 EIA preliminary estimate of energy-related carbon dioxide
emissions — which account for over four fifths of total greenhouse gas emissions — suggests an

improvement in carbon dioxide emissions intensity of 3.3 percent in 2005.

Progressin the U.S. compares favorably with progress being made by other countries. Trendsin
GHG Emissions. 2000-2004 (Attachment 1) and Trendsin GHG Emissions Intensity: 2000-2004
(Attachment 2) show how emission trends in the U.S. compare to other industrialized countries
based on national data reported to the UN Framework Convention on Climate Change. The data

! Using adlightly different methodology, the Energy Information Administration estimated
improvement in greenhouse gas emission intensity of 1.6% and 2.1% in 2003 and 2004,

respectively.
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in Attachment 1, which includes countries that have obligations under the Kyoto Protocol,
indicate that from 2000 to 2004 the major developed economies of the world are at about the
same place in terms of actual GHG emissions. In some countries, emissions are increasing
dightly, in others they are decreasing slightly. Contrary to some popular misconceptions, no
country isyet able to decrease its emissions massively. Note that the U.S. has seen its actua
emissions increase by 1.3%, alower percentage than the European Union 15 increase of 2.4%.

Trends in GHG Emissions Intensity: 2000-2004 shows progress in emissions intensity for the
same countries over the same period. Mg or industrialized countries are all in the 10 percent
range for emissions intensity improvement, showing that these economies, with very
sophisticated infrastructure and systems, are in the process of turning over capital stock to more
productive and efficient technologies and practices. The ongoing focusisto take actions to help

accelerate that turnover to cleaner and more advanced technologies.

Our climate approach includes a broad array of strategies to bring cleaner energy technologies to
the market. The Administration is now implementing numerous federal programs — including
partnerships, consumer information campaigns, incentives, and mandatory regulations — that are
directed at developing and deploying cleaner, more efficient energy technologies, conservation,
biological sequestration, geological sequestration and adaptation. The President attaches great
importance to creating incentives for our industries, companies, and citizens to take actions that
will have area impact on greenhouse gas emissions. For example, the DOE’s Climate VISION
program and the EPA’s Climate L eaders and SmartWay Transport Partnership programs work in
voluntary partnership with specific commitments by industry to verifiably reduce emissions. In
terms of incentives, little attention has been paid in the climate change context to the massive
benefits of the new, more favorable tax rules on expensing and dividends, which helping to
unleash substantial new capital investment, including purchases of cleaner, more efficient

equipment and facilities.
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ASIA-PACIFIC PARTNERSHIP

Last January, the U.S. and our Asia-Pacific Partners announced that we would be better able to
meet our increased energy needs and associated challenges, including those related to energy
security, air pollution, and greenhouse gas intensity, by working together. We recognized that it
iscritical that we cooperate on devel oping, demonstrating, and implementing cleaner and lower
emissions technologies that allow for the continued economic use of fossil fuels while addressing
air pollution and greenhouse gas emissions. We are using the Partnership’s platform to promote
the deployment of promising technologies that offer greater energy efficiency and lower air
pollution and greenhouse gas intensities. After reviewing the extensive range of existing

national programs and projects our governments are pursuing with regard to clean development
and climate, we recognized that together we can pool our resources and meet arange of diverse

development and climate objectives simultaneously.

Emer ging Economies. The Asia-Pacific Partnership engages key emerging economies,

particularly important in the context of climate change, even as they grapple with their more
immediately pressing energy security and air quality efforts. The Energy Information
Administration (EIA) is predicting that by 2010 energy-related carbon dioxide emissions from
non-OECD emerging economies, including India and China, will exceed those produced by the
mature OECD market economies of North America, Europe and Asia. By 2030, the EIA
estimates that global carbon dioxide emissions will rise 60 percent compared to today’ s levels,
with two-thirds of the increase driven by developing country emissions. (See Attachment 3:
World Carbon Dioxide Emissions by Region: 2003-2030). These EIA projections are consi stent
with recent projections from the International Energy Agency. Its World Energy Outlook 2004
suggests that well over two thirds of the projected increase in energy-related carbon dioxide
emissions between now and 2030 will be from developing countries. Absent the participation of
all major emitters, including developing countries, the UN Framework Convention’s ultimate
goal of stabilizing greenhouse gas concentrations will remain elusive. By working together,
however, EIA projections suggest that reasonably ambitious strategies to improve greenhouse
gas intensity can produce meaningful progressin offsetting the accumulation of greenhouse

gases. (See Attachment 4: Carbon Dioxide Intensity Improvement Projections).

Page 17 of 40



The Asia-Pacific Partnership is a significant breakthrough. A successful international response to
climate change requires active and meaningful developing country participation, which includes
both near-term efforts to slow the growth in emissions and longer-term efforts to build capacity
for future cooperative actions. We need to pursue our international effortsin a spirit of
collaboration, not coercion, and with atrue sense of partnership. Thisis especially truein our
relations with developing countries, which have an imperative to grow their economies and
provide for the welfare of their citizens. Experience has shown these countries to be quite
skeptical of climate mitigation approaches that they think will divert them from these
fundamental goals. It isalso true that many of the largest greenhouse gas emitters are also
among our most significant trading partners. They have rapidly advancing —in many cases,

world class — industries and considerable technical expertise.

Nationally Defined Outcomes. The Partnership will work within the context of nationally

defined outcomes to identify needed methods, technologies, and financial arrangements to assure
success. The Asia-Pacific Partners, for example, will share their experiences with Chinato assist
its government, wherever possible, in meeting its commitment to improve its energy intensity by
20 percent and cut its sulfur-dioxide emissions by 10 percent by 2010 from 2005 levels. For our
part, we have much to gain from the Partnership aswell. For instance, we are learning from
Japan, which has a highly-evolved, partnership program of greenhouse gas mitigation goal-
setting and implementation involving each of its major emitting sectors. DOE’s Climate VISION
and EPA’ s Climate L eaders programs share common elements with the Japanese program, and
closer alignment and amplification of these approaches, while ensuring their relevance to each
country’s national circumstances, will be very valuable.

Industrial and Commercial Private Sector Involvement. The Asia-Pacific Partners recognize

that working closely with private sector and other stakeholdersis crucial to our successin
addressing energy and climate issues. And the private sector has recognized the potential that
the Asia-Pacific Partnership bringsto their businesses. Senior executive leadership of some our
Nation’s most successful businesses are actively engaged in the Partnership. Personal time and
focus are among the most valuable commodities that a CEO can give any venture. CEOs do not
get personally involved unless they believe thereisareal potential for tremendous success, and
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they are very involved in the Partnership. The fact that several CEOs and other senior executives
have made multiple trips to Asiato participate in Partnership meetings strongly demonstrates
enthusiastic private sector engagement about the Partnership’s value. Success for the private

sector trandates into energy security, cleaner air and reduced greenhouse emission.

The U.S. Departments of State, Energy, Commerce, the Environmental Protection Agency, and
other agencies and financing institutions, such as the Export-Import Bank and Asian
Development Bank, are actively discussing ways of ensuring that the private sector is effectively
plugged into the Partnership at every stage of its work. Government-to-government discussions
held under the auspices of the Partnership bring together economic, energy, and environment
ministries which enable the governments to build a more effective and sustainabl e effort to tackle

climate change.

L everaged Outcomes. The Partnership enables public and private entities to do what they do

best. Government to government action is focused on addressing barriers and making it easier to
address market opportunities and potentia projects. The private sector then delivers on energy
efficient pollution and greenhouse gas emissions reduction projects that create jobsinthe U.S., a
policy preferable to direct subsidies which burden our taxpayers with these expenses. In other
words, $50 million dollars of U.S. taxpayer money can be leveraged into billions of dollars of
private sector investment instead of just producing one project worth $50 million. What this
means in environmental terms is that for the cost of one moderate sized clean energy project, one
could see areduction in emissions from hundreds of new energy efficient projects. We are
placing a strong emphasis on identifying opportunities for near-term outcomes that can be

“mass-produced” using tried and true technologies and methods.

A recent methane capture agreement in China represents an environmentally conscious and
profitable deal. Methane gasis released into mines or the atmosphere during coal mining
operations. It can be very hazardous and can contribute to fires and explosions if not properly
vented. Methaneis also a greenhouse gas over 20 times more potent than carbon dioxide. It can
also be used as a clean burning fuel. Methane capture during coal mining operations nets
significant benefitsin terms of worker safety, reduction of harmful pollution, and mitigation of
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greenhouse gas. It isawell-established and highly profitable practice now in place at twenty-one
minesinthe U.S. In 2003, U.S. mines with methane drainage systems in place produced about
56 billion cubic feet of methane (22.62 MMTCO,E). About 40 billion cubic feet of the drained
gas, or 71%, was recovered and utilized for energy. To date, the majority of coal mine methane
recovered in the U.S. has been injected into natural gas pipelines. However, with higher energy
pricesin recent years, other options such as electric power generation for on-site use are
becoming more viable. Two power generation projects are currently operating at active U.S.
underground coal mines: CONSOL Energy in Virginia (88 MW) and Peabody Coal/NW Fuels
Development in West Virginia (1.35 MW).

Under the auspices of the multilateral Methane to Markets Partnership, a precursor to the Asia-
Pacific Partnership, Caterpillar and Shanxi Jincheng Anthracite Coal Mining Group Co., Ltd. in
China signed a $58 million contract to provide 60 methane-gas-powered generator setsto
produce power at a Chinese coal mine. Once complete, this project is expected to be the largest
of itskind in the world. Caterpillar will be capturing methane gas, instead of venting it into the
atmosphere, and burning it to provide 120 megawatts of electricity to Jincheng City. Itis
estimated that the project will reduce greenhouse gases by 4.0 million tons of carbon dioxide
equivalent over its 20-year lifetime. Thisis an example of the type of initiative that the Asia
Pacific Partnership istrying to duplicate. The potential number of projects similar to thisin other

Partner countriesis quite high.

STRUCTURE AND TASK FORCES

| will now summarize the Partnership’ s technical structure, the nature of the resultsit can
produce, and the path forward. This past January, | was privileged to join Energy Secretary Sam
Bodman and Under Secretary of State Paula Dobriansky at the first Ministerial meeting of the
Partnership in Sydney, Australia. The meeting was hosted by Australian Prime Minister John
Howard and chaired by Australian Foreign Minister Alexander Downer. In addition to involving
high-ranking government official representation, the meeting also included a substantive
dialogue with heads of industrial organizations from each country representing some of the most

significant, energy-intensive and emitting sectors.
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The Ministers agreed to a Partnership Communiqué, Charter, and Work Plan, which | have
attached to my testimony. Concurrently, they established a Policy and Implementation
Committee and the Partnership’ s first set of Task Forces covering actionsin eight areas. Cleaner
Fossil Energy, Renewable Energy and Distributed Generation, Power Generation and

Transmission, Steel, Aluminum, Cement, Coal Mining, and Buildings and Appliances.

The Policy and Implementation Committee (PIC) sets the overall policy direction and outreach
strategy for the Partnership. It also serves as the mechanism for introduction of new projects and
participants in Partnership. Since the Partnership is heavily reliant upon a *bottom up” approach,
the PIC relies on the eight Task Forces as the foundation for its strategic planning.

Each Task Force has a government chair and co-chair (See Attachment 5). Initial details about
the objectives and work plans for each Task Force are outlined in the accompanying charts. Each
Task Force consists of two senior government officials and two private sector leaders from each
country to enable arelatively manageable planning and implementation dialogue of about 24
people per Task Force.

The U.S. is chairing the Policy and Implementation Committee and chairing or co-chairing three
of the Task Forces. The U.S. Task Force members include participants from government

agencies, major companies, trade associations, and non-profit organizations.

In April of thisyear, the U.S. hosted the first Task Force working meetingsin Berkeley,
California. Approximately 300 senior representatives from the public and private sectors
attended the nearly week-long event. The eight Task Forces met for two full days and identified

actions covering severa dozen activities.

All eight Task Forces have drafted Action Plans, documents that describe objectives and initial

project ideas. The Policy and Implementation Committee is reviewing the Action Plans now.
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The Policy and Implementation Committee is meeting from October 11" to 13" in Jeju, South
Korea. Participants will focus on:
= Coordinating the reporting projects in the Task Force Action Plans,
= Developing guidance on a mechanism for introducing new projects to the work program;
= Communicating with and reaching out to the private sector;
= Discussing how to more fully utilize the technology and the internet for project
coordination and outreach;
= Recommending “flagship” projects from current lists of projects; and
= Providing an opportunity for participating countries to discuss expanded participation by
other Pacific Rim nations.

The eight Asia-Pacific Partnership Task Forces are making progress in advancing the
Partnership’s goals. In the following paragraphs | summarize each Task Force' s goals and
objectives, and potential projects. The names of the lead Federal agency or agencies appear next

to the Task Force names.

Aluminum (U.S. Co-Chair; DOC, EPA). The Aluminum Task Force seeks to: advance the

development and deployment of new aluminum production using “best practice” processes and

technol ogies; enhance sector-related data, including recycling and performance; and facilitate
increased aluminum recycling rates across the Partnership economies. The Aluminum Task

Force has seven projects outlined in support of these goals.

In its proposed flagship project, the Task Force will advance the management of perfluorocarbon
(PFC) emissionsin primary aluminum smelters. Reduction in PFC emissions would substantially
reduce the global contribution of greenhouse gas emissions. PFCs are potent greenhouse gases
with avery long atmospheric lifespan. Under the U.S. EPA Voluntary Aluminum Industrial
Partnership (VAIP), and under the expanded efforts of the more recent Climate Vision
agreement, the U.S.” primary aluminum industry has reduced PFC emission intensity by about
77%, from 1.31 tons of carbon equivalent emissions per ton of production in 1990 to 0.3 tons per
ton of production in 2004. The PFC management project under the Asia-Pacific Partnership
seeks to transfer this progress to the other Partner countries. Initial workshops have been held in
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Beijing, and atraining workshop is under development for 2007 in India. Given that Chinais
now the world’s largest aluminum producer, and Indiais rapidly expanding its production, this
project has a large potential to reduce current and future aluminum smelting greenhouse gas

emissions.

Buildings and Appliances (U.S. Co-Chair; DOE, EPA). The Buildings and Appliances Task

Force seeks to increase levels of private investment in energy efficient buildings and appliances

in support of broader national efforts that support sustainable development, increase energy
security, and reduce environmental impacts. The Task Force is using existing tools, such as
Memoranda of Understanding and bilateral agreements, to expand cooperation and collaboration.
It is developing and employing new tools, such as best practice guidelines and market
transformation strategies, to increase the energy efficiency of buildings and appliances in Partner
countries. Members of the Task Force believe that abundant opportunities exist to do so cost-
effectively, and have agreed to: cooperate in the development of demonstration technologies,
advance building design principles that increase energy efficiency; and identify barriersto the

implementation of energy efficient practices and technologies.

Through the Buildings and Appliances Task Force, the U.S. is working with the Chinese
government and private companies to implement no-cost or low-cost practices and cost-effective
retrofits that can reduce energy use by as much a15%. EPA's eeBuildings program, which
shares the lessons learned from Energy Star, launched a major new partnership with Savills, a
premier property services firm with 14,500 employees worldwide. Savills has officesin six key
Chinese cities and manages over 90 large buildings in China. Through this collaborative venture,
EPA will train several hundred Savills building managers, provide input for a new portfolio
management system, and grant technical assistance to improve the operations of 85 government-

owned buildings.

Cement (EPA). The Cement Task Force is developing energy efficiency and emission reduction

benchmarks to allow for standardized measurement of the energy and environmental
performance of participating countries cement sectors. Thisis an important policy tool to set
voluntary energy efficiency targets and evaluate progress. The Task Force uses thisinformation
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to help prioritize investments in energy efficient technologies. The Cement Task Force will also
analyse the legal frameworks in the Asia-Pacific Partnership nations and identify incentives for

and barriers to implementing energy efficient and clean manufacturing technology.

The Asian Development Bank (ADB) isworking with EPA to conduct pilot projectsin Chinato
quantify energy cost savings and pollution and carbon dioxide reductions resulting from the
installation of clean technology, and identify finance mechanisms for promoting private sector
investmentsin clean technology in China. A conference is scheduled to take placein Beijing on
September 26, 2006 to engage key ministries. ADB is poised to extend the project to other
Partnership countriesif it is successful in China. Cement production plays asignificant rolein
the rapidly expanding economies of Chinaand India. Thisinitiative holds great potential to

improve the energy efficiency of and reduce emissions from China’ s cement production.

Cleaner Fossil Energy (DOE, EPA). The Cleaner Fossil Energy Task Force seeks to accelerate

the demonstration and deployment of cleaner fossil energy technologies in Partnership countries
by: building capacity and expertise to support cleaner technology development; identifying and
addressing barriers to expansion of cleaner fossil energy technologies including technical
barriers, site approvals and licensing constraints, infrastructure limitations, and inter-country

market structures; and assessing and promoting CO-, capture and storage opportunities.

Earlier this month, the Japan Coal Energy Center (JCoal) and the European Parliaments Research
Initiative co-sponsored a workshop in Tokyo on Integrated Gasification Combined Cycle (IGCC)
clean coal technology and Carbon Capture and Storage. All six Asia-Pacific Partnership

countries sent representatives to this event.

India and South Korea have recently joined the FutureGen Initiative, a $1 billion, 10-year long,
public-private partnership to build the world’ sfirst coal-based, near-zero emissions electricity
and hydrogen power plant. It is designed to dramatically reduce air pollution and capture and
store greenhouse gas emissions through carbon sequestration. The two countries have each
pledged $10 million; the member companies have collectively committed $250 million including
international companiesin Australiaand China.
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Coal Mining (U.S. Chair; DOE, DOI). The Coa Mining Task Force seeksto: meet the

increasing energy demand using sustainable coal mining practices,; ensure an adequate,

competent workforce; accel erate the deployment of technologies and practices that can improve
resource recovery, including coal mine methane; and improve the economics and efficiencies of
coa mining, reclamation, and coal processing while continuing to improve mine safety and

reduce environmental impacts.

The U.S. isplaying alargerole in the Task Force' s submissionsto Australia s “Leading Practice
Sustainable Development Program for the Mining Industry” project, which is publishing four
volumes on best practicesin coal mining. The first of four books will be completed by the end of
theyear. The U.S. delegation added content from a newly published book on “Managing Coal
Combustion Residuesin Mines’ by the National Research Council of the National Academies
2006 to this program.

The Methane to Markets Partnership is another highly practical major element in the Bush
Administration’s series of international technology partnerships. Launched in November 2004,
the Methane to Markets Partnership focuses on advancing cost-effective, near-term methane
recovery and use as a clean energy source from coal mines, oil and natural gas facilities,
landfills, and agricultural waste management systems. The Methane to Markets Partnership, in
coordination with the Asia-Pacific Partnership, will hold a coal mine methane development
workshop in Brisbane, Australia on October 4™ and 5". The workshop will address opportunities
and impediments to coal mine methane project devel opment by focusing on case studies and
experiencesin Australia, the U.S., and internationally. A Coal Mine Subcommittee meeting will
follow on October 6. The Asia-Pacific Partnership builds upon the principles of Methane to

Markets and is actively leveraging its resources in the interagency process.
The Coa Mining Task Force will hold a mine safety workshop in Washington, DC thisfall. The

Australian delegation will assist. Planning is now underway, with National Mining Association
taking the lead.
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Power Generation (U.S. Chair; DOC, DOE). The Power Generation and Transmission Task

Force seeks to significantly improve the efficiency and environmental performance of power
generation, transmission and distribution, and end use. The Task Force will assess opportunities
for practical actionsto develop and deploy power generation, transmission and demand side
management technologies that can aid development and mitigate climate concerns. The Task
Force is also facilitating the deployment of practices, technologies and processes to improve
efficiency of power production and transmission. We have demonstrated that simple and
inexpensive improvements in Indian power plants can increase efficiency by more than 1.5
percent. Replicating these improvements at over 130 small coal power plants could reduce
India’ s CO, emissions by over 100 million tons/year and reduce fuel costs by over $150
million/year. Communicating efficient practices and sharing knowledge is a cornerstone of the
Power Generation Task Force' s Action Plan. Plans are in place through the Partnership to engage

Indian officials and engineers.

Over twenty U.S. utilities have agreed to engage the Partnership. Under the auspices of the
Partnership, the American Electric Power Corporation (AEP) hosted representatives from the
Indian National Thermal Power Corporation, the largest power utility in India, where senior
Indian officials and engineers observed opportunities for efficiency and environmental
improvements. Asafollow-up, this September, AEP and other U.S. companies are planning to
host meetings and plant visits to share “ best-practices’ on techniques and processes to operate
power facilities more efficiently and to control emissions. A parallel track co-hosted by AEP,
Southern Company, and Tampa Electric Company will alow participants to examine and discuss
advanced Integrated Gasification Combined Cycle (IGCC) technologies. Over 100 participating
engineers representing all Asia-Pacific Partnership member countries are expected to attend.
This event will bethefirst in a series of events focused on Identification and Implementation of
Applicable Best Practices for Power Generation. Both government and industry in China and
India have shown strong interest in the return visit and plan to send engineers to participate.

Renewable Energy and Distributed Generation (DOC, DOE). The Renewable Energy and
Distributed Generation Task Force is focused on taking concrete actions to achieve real,

measurable outcomes toward the accel erated deployment of renewable energy over the next five
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years. Members of the Task Forces recognize they must close the remaining gap between the

cost of renewable energy and conventional generation.

U.S. Commercial Service (CS) trade specialists from New Delhi and the East Asia Pacific region
have organized areverse trade mission from Indiato Chicago, California, and Washington, DC
for August 5" to 16™. The delegation, consisting of 16 Indian business and government
decision-makers in the renewabl e energy and energy efficiency sectors first attended the U.S.
Department of Energy-sponsored Energy 2006 conference in Chicago where CS organized 45
one-on-one meetings with representatives from U.S. renewable energy product manufacturers. In
California, the delegation met with local municipalities, regional authorities, and private
companies involved with the industry, with whom the del egation members had another 130 one-
on-one meetings. Preliminary results of the mission already show projected U.S. exportsin the
short term of biomass, biodiesel, combined heat and power, bioplasma technology, photovoltaic

solar panels, inverters, and financial services worth almost $12 million.

Steel (DOC, DOE). The Steel Task Force is developing a plan for sector-relevant benchmark

and performance indicators. The Task Force's plan will include new developmentsin steel

production and the transfer of these developments along with current state-of-the-art “ best
practices’ in stedl technologies. The Task Force will also encourage and increase recycling

across the Partnership.

For the first time the steel industries in China and India are cooperating on new technol ogies and
processes that will make their steel production cleaner and more energy efficient. Both China
and India are significantly increasing steel production to support their rapid construction. China
is projecting that their steel production will soon be approximately four times the steel
production of the U.S. By implementing new technol ogies and best practices used in Japan,
Australia, and the U.S,, the new production in South Korea, Indiaand Chinawill be much

cleaner, more energy efficient, and have lower greenhouse gas emissions.
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CROSS-CUTTING POLICY NEEDS

The Asia-Pacific Partnership provides aframework for tackling policy issues that can advance
the objectives of all or agroup of the Task Forces. For example, most of the Task Force Action
Plans will include an emphasis on energy conservation, improved energy efficiency and air
pollution control. Partnership countries account for roughly 50 percent of global trade in these
goods. However, each country currently imposes tariffs that impede diffusion of many
technologies, goods and services to advance these objectives. Where imports occur, the tariffs
make the products more expensive, cutting into efforts to make such technologies more widely
available. Possible inconsistent application by some of our Partners may further obstruct the
transfer of the best of currently available technology by creating an opague process for exporters

and increases transaction costs for their customers.

By eliminating these tariff barriers and leveling the playing field for all vendors, we will
encourage the flow of more energy efficient and cleaner technology. For example, given the long
life span of power plants, deploying the best efficiency technology upfront ensures that we enjoy
the greatest possible amount of reductions in energy demand, air pollution, and greenhouse gas
emissions. At the outset of the Doha Round of World Trade Organization negotiations and
during the World Summit on Sustainable Development in Johannesburg, South Africain 2002,
world leaders recognized this issue and committed to addressit. The Asia-Pacific Partnership

should provide leadership in eliminating tariffs and other trade barriers for these technologies.

FUNDING

As| mentioned earlier, the Partnership is ateam effort and requires ateam budget. The
President’s FY’ 07 budget calls for $52 million to support the work of the Partnership. The
Partnership is akey means of implementing Title XV of the recently enacted Energy Policy Act
of 2005. The request is divided among the Departments of State, Energy and Commerce, and the
Environmental Protection Agency. Other agencies, such as the Departments of Transportation
and Agriculture, will also be participating. The following represents a brief description of the

areas of work each agency is undertaking:
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State Department: $30 million

» Fossil fuel thermal power plant operational improvements and technology retrofits

= Hydropower and other renewable energy technology deployment

= Cleaner energy technology deployment in rural areas

= Industrial and mining sector strategic planning, efficiency and emission intensity reductions

= Efficiency and emission improvement in rail transport, aviation and urban public
transportation

= Policy and institutional development

= Administrative support for technical meetings, conferences, and public communication

Department of Energy: $15 million

= Advanced clean coal technology research and development

= Industrial technology strategic planning and energy efficiency best practices
= Energy efficiency best practices for public and private buildings

The EPA: $5 million
= Enhanced methane recovery
= Datadevelopment for emissions inventories and modeling

= Appliance energy efficiency labeling and energy efficiency best practices for buildings

Department of Commerce: $2 million
= Expanded export promotion for cleaner energy technologies
= |dentification of barriers to deployment of clean energy technologies

= Assessment of existing standards related to clean energy and energy efficient technologies
In addition to U.S. funding, the Government of Australia has announced that it will contribute

100 million AUD (approximately $75 million U.S.) to the Partnership over 5 years. Discussions

are underway regarding financial support from other partners.
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CONCLUSION

The President and his Administration are firmly committed to improving economic and energy
security, aleviating poverty, improving human health, reducing harmful air pollution, and
reducing the growth of greenhouse gas emissions levels. The Administration has advanced
policies that encourage research breakthroughs that lead to technological innovation, and take
advantage of the power of markets to bring those technologies into widespread use. Our growth-
oriented strategy encourages meaningful global participation through actions that will help
ensure the continued economic growth and prosperity for our citizens and for citizens throughout
the world. Economic growth enables investment in the technologies and practices we need to

address these important issues.

Mr. Chairman and Members of the Committee, | look forward to continuing to work with you on
thisinnovative new effort to accelerate the development and deployment of clean energy
technologies. Thank you for the opportunity to testify. | look forward to answering any

guestions you may have.
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STATEMENTSBY THE PRESIDENT AND ADMINISTRATION OFFICIALS
The President

“The United States has joined with Australia, China, India, Japan, and South
Korea to create a new Asia-Pacific partnership on clean development, energy
security, and climate change. This new results-oriented partnership will allow our
nations to develop and accelerate deployment of cleaner, more efficient energy
technologies to meet national pollution reduction, energy security, and climate
change concerns in ways that reduce poverty and promote economic
development. The six AsiaPacific partners will build on our strong history of
common approaches and demonstrated cooperation on clean energy technologies.
| have directed Secretary of State Condoleezza Rice and Secretary of Energy Sam
Bodman to meet with their counterparts this fall to carry forward our new
partnership and provide direction for our joint work.”

The President

“President’ s Statement on U.S. Joining
New Asia-Pacific Partnership”

July 27, 2005

“[L]ast month, | joined with the leaders of India and China and Australia and
Japan and South Korea to create a new Asia Pacific Partnership on Clean
Development. This is an innovative program which is authorized by this energy
bill. And through it, our goal is to spread the use of clean, efficient energy
technol ogies throughout the Pacific Rim.”

The President
“President Signs Energy Policy Act”
August 8, 2005

“[T]he United States and India are working together to improve human health and
the environment, and address the issue of climate change. So weve joined
together to create the AsiaPacific Partnership on Clean Development and
Climate. Together with Australia and China and Japan and South Korea, we will
focus on practical ways to make the best practices and latest energy technologies
available to all -- things like -- technologies like zero-emission coal-fired plants.
As nations across the region adopt these practices and technologies, they will
make their factories and power plants cleaner and more efficient. We look
forward to being an active partner in this partnership.”

The President

“President Addresses Asia Society,
Discusses India and Pakistan”
February 22, 2006
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“Our two nations [The United States and Australia] accept other global
responsibilities, as well. We helped to build the Asia Pacific Partnership on Clean
Development and Climate so we can make the latest energy technologies
available to al to increase efficiency and reduce pollution.”

The President

“President Bush Welcomes Prime Minister
Howard of Australiain Arrival Ceremony
at the White House”

May 16, 2006

National Security Advisor

“We established the Asia Pacific Partnership on Clean Development and Climate
that is focusing on practical ways to make best practices and the latest energy
technologies available to al of the countries.”

Nationa Security Advisor Hadley
April 5, 2006

“The Asia-Pacific Partnership on Development and Climate is a group of states
working to enhance energy security, reduce poverty, and lower pollution levels
through accelerated devel opment of clean technologies.”

National Security Advisor Hadley
March 16, 2006
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Secretary of State

“We are here today to advance the Asia-Pacific Partnership on Clean Development and
Climate. This is a multilateral public-private partnership to enhance energy security, to
promote economic growth and to reduce greenhouse gasses. As the President emphasized
in his State of the Union Address, this Administration is committed to developing cleaner
and more secure sources of energy. This is essential for powering our nation's economy
and for preserving our environment.

The Asia-Pacific Partnership is an important part of this commitment. The United States
has joined with Australia, China, India, Japan and the Republic of Korea to take redl
action to achieve our shared development and climate objectives. Through our
partnership we seek to move beyond divisive politics and to advance common purposes.
Everyone has something to contribute. Everyone stands to gain. And together we
represent a powerful force for positive change.

Our CEO partners are global leaders in the energy sectors, which account of a majority of
the world's industrial production and power generation. Y our contributions are crucial to
the success of our partnership. By deploying your best technologies and practices, we
will lower the cost of production, we will reduce air pollution and greenhouse gas
emissions, and we will develop and bring to the marketplace the next generation of
technol ogies to enhance our energy security and our national security.

Our five partners in government are also critical to thisinitiative, as they represent some
of our world's most vibrant economies and some of our world's most influential nations.

Our partnership will require a sustained commitment from all of us and we in the United
States plan to meet our responsibilities. In the fiscal year 2007 Budget that he has just
released, President Bush is proposing $52 million to support the work of the Asia-Pacific
Partnership with plans to continue strong support for the partnership in years to come. I'm
delighted that we here at the State Department will coordinate this effort and | want to
thank Under Secretary Dobriansky for her efforts in this regard. We look forward to
working with our partners in Congress, particularly Senators Pryor and Hagel to realize
our clean development goals.

These two men, these senators, are driving efforts on Capitol Hill to promote a healthier
environment through cleaner technologies. The Asia-Pacific Partnership is an ideal
framework for advancing the 2005 Energy Policy Act and for strengthening the
President's approach of addressing climate objectives in the broader context of
sustainable development and energy security.

Working together we have the capacity and the real opportunity to move the international
community toward better, cleaner development, toward continued economic growth and
job creation and toward a healthier and more secure future for all of our citizens. Thank
you.”

Secretary Rice
February 9, 2006
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Administrator of the Environmental Protection Agency

“1 would like to highlight a particularly important point of cooperation between
China and the United States. We are each a founding member of the Asia-Pacific
Partnership on Clean Development and Climate. This multilateral public-private
partnership is precisely the type of initiative that will help China achieve its goals
under your new five-year plan — by enhancing energy security, promoting
economic growth, and reducing greenhouse gasses. Likewise, President Bush has
committed our nation to developing cleaner and more secure sources of energy, in
order to power our economy and protect public health.

But the Asia-Pacific Partnership is not just an initiative of governments. The
companies who are members of this Partnership account for a majority of the
world's industrial production and power generation. The strength of our partners
in industry provide the Asia-Pacific Partnership with a greater ability to design
and implement programs that will achieve our collective goals related to energy
security, economic growth, and the reduction of greenhouse gases.

Many of America’ s domestic environmental protection programs are premised on
the same foundation as the Asia Pacific Partnership. It is a notion that has
underpinned environmental programs in the U.S. for over three decades: that
economic growth and a clean environment go hand-in-hand.”

Administrator Johnson
April 11, 2006

Secretary of Enerqy

“I’'m pleased to announce today that President Bush will request $52 million in
his upcoming FY 2007 budget to support the activities of the APP. This funding
request will complement the $3 billion the U.S. spends each year on climate
change technology solutions and the billions of dollars being invested by the U.S.
private sector to increase efficiency and reduce emissions through voluntary
programs like Climate Vision.”

Secretary Bodman
January 12, 2006
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Secretary of Commer ce

“We al want to see greater stability and trust in the relationship between China
and the United States. The Asian Pacific Partnership--an initiative to promote
clean development and cooperation on energy and environmental issues--is a
great example of what we can accomplish by working together.”

Secretary Gutierrez
March 14, 2006

“The President's FY 2007 Budget requests $409 million for ITA to serveits goas
along with an increase of $2 million to support the President's Asia-Pacific
Partnership on Clean Development and Climate. This partnership will reduce the
barriers to energy efficient American products and technologies in Australia,
China, India, Japan and South Korea.”

Department of Commerce
Press Release
February 6, 2006
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ATTACHMENTS

Attachment 1: Trendsin GHG Emissions: 2000-2004
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Attachment 2: Trendsin GHG Emissions | ntensity: 2000-2004

Trends in GHG Emissions Intensity:
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Attachment 3: World Carbon Dioxide Emissions by Region: 2003-2030

ATTACHMENT 3

World Carbon Dioxide Emissions
by Region: 2003-2030

30 +
IOECD Emissionsggrannon-OECD kc):ot;rs)tlr(i)es surpass 26
countries by
Non-OECD
25 - - 24
20 -
17
17

Billion Metric Tons

21
19
16 15 16
15 7 13 4
12

10 -

5 -

0 .

2003 2010 2015 2020 2025 2030

Source: Energy Information Administration, International Energy Outlook, 2006

Page 38 of 40



Attachment 4: Carbon Dioxide | ntensity | mprovement Projections

ATTACHMENT 4

Carbon Dioxide Intensity Improvement Projections
by Selected Countries and Regions

(Metric Tons per Million 2000 U.S. Dollars of Gross Domestic Product)

Carbon Dioxide Intensity by Region and Country, 1990-2030

S
5{,,‘61200*
o 3
Qg o
«» = o 1000
S84&
c 800 4
5.8
cNE 02003
°2 ¢ 6001 W 2030
=0
s S 400 -
=58
«
o
= c 9 200 A
v
< o
v 2 o
EEL 0,
Eo = K} s Q S 3 4 ] s = < % © o
s 2 s & = = s £ s 2 5 & 3 2
= = § 5§ = &2 & 56 £ 35E 2 3 & 53
T © = =}
a 2 g8 5 =2 s
O = B N o = S
w > Ed n 2
o o

Region and Country

Source: International Energy Outlook 2006, Energy Information Administration, Department of Energy

Page 39 of 40



Attachment 5: Asia-Pacific Partnership Organizational Chart

ATTACHMENT 5

N . Asia-Pacific Partnership on Clean Development and Climate

©

j;- © Organizational Chart

Policy and Implementation Committee

(USA, Chair)
I
Administrative Support Group
(USA)
| | | | | ] I I
Renewable Power Buildings
Cleaner !
Fossil Energy SRl Steel Aluminum Coal Mining | {| pohod
TaEer](eFrg)rlce Distributed | || Transmission| || Task Force Task Force . C?(n'\:ent Task Force Task Force
Generation ASKEOICE
Task Force

Page 40 of 40



Asia-Pacific Partnership

on Clean Development and Climate
Inaugural Ministerial Meeting
Sydney, 11-12 January 2006

Communiqué

We met at Sydney for our first Ministerial meeting of the Asia-Pacific Partnership on Clean
Development and Climate on 11-12 January 2006.

We adopted a Charter that sets out a framework to implement the Vision Statement of the
Partnership announced in Vientiane on 28 July 2005. At the core of this vision is our conviction
of the urgent need to pursue development and poverty eradication. By working together we will
be better able to meet our increased energy needs and associated challenges, including those
related to air pollution, energy security, and greenhouse gas intensity.

Our energy needs are growing rapidly, and will necessitate large-scale investments in the coming
decades. We recognised that renewable energy and nuclear power will represent an increasing
share of global energy supply. We recognised that fossil fuels underpin our economies, and will
be an enduring reality for our lifetimes and beyond. It is therefore critical that we work together
to develop, demonstrate and implement cleaner and lower emissions technologies that allow for
the continued economic use of fossil fuels while addressing air pollution and greenhouse gas
emissions. We undertook through this Partnership to cooperatively promote the deployment of
promising technologies that offer greater energy efficiency and lower air pollution and
greenhouse gas intensities.

Energy security is another major concern. Access to a diverse range of reliable and affordable
energy sources underpins economic development and improved living standards and is a major
determinant of energy security. Thus, our efforts to reduce the greenhouse gas intensity of a
wide range of fossil fuels provide an important energy security benefit to us all.

We view climate change in particular as a serious problem that warrants a long-term
commitment to substantive action. The Partnership will be consistent with and contribute to our
efforts under the United Nations Framework Convention on Climate Change and will
complement, but not replace, the Kyoto Protocol.

We reviewed the extensive range of existing national programmes and projects our Governments
are pursuing with regard to clean development and climate. Each Partner will bring significant
value to the Partnership and our Governments have pledged a serious commitment to Partnership
projects and activities. We view the private sector as critical to this effort, and we will marshall
considerable financial, human and other resources both from the public and private sectors. The
Partnership aims to mobilise domestic and foreign investment into clean and low emission
technology by fostering the best possible enabling environments.



We prepared the Partnership Work Plan, which explores a new approach for harnessing the
power of our private sectors, our research communities and our government sectors to drive
sustainable development. We will bring together the key experts from the public, private and
research sectors of our economies to tackle these matters. We will also share experiences on
related matters, such as workplace safety and technologies that help ensure the safety and well-
being of our peoples.

Our Work Plan focuses on power generation and key industry sectors of our economies. We
established eight public-private sector Task Forces covering (1) cleaner fossil energy; (2)
renewable energy and distributed generation; (3) power generation and transmission; (4) steel,
(5) aluminium; (6) cement; (7) coal mining; and (8) buildings and appliances.

We have directed the Task Forces to drive improvements with regard to best practices and ensure
that a range of technologies is developed and repeatedly demonstrated so that scale is increased
and costs are reduced.

In this regard we have asked each Task Force to:

e review the current status within their thematic area with regard to clean development and
climate,

« share knowledge, experience and good practices of how efficiency can be improved,

« systematically roadmap, where appropriate, relevant existing and emerging technologies,
and

e develop an action plan that identifies specific opportunities for co-operation, and
wherever possible, ambitious and realistic goals.

The Partnership Work Plan will be dynamic, evolving as the Task Forces elaborate their work.

Initially the Partnership chose to focus on a number of specific areas. The vision statement also
detailed a rich array of other sectors, such as transport, where we will explore co-operation as the
Partnership develops. There are also cross-cutting opportunities to advance clean development
and climate beyond the current Task Forces, such as skills exchange. In this regard, we will
positively consider the proposal to establish an “Asia-Pacific Energy Technology Co-operation
Centre”, to focus on the development and implementation of an energy audit program and its
follow-up projects. We envisage that future meetings will address these other sectors of interest
and cross-cutting matters as well as provide a forum for sharing experiences in developing and
implementing our sustainable development and energy strategies.

The Partnership brings together a grouping of key nations to address the serious and long-term
challenges of climate change, energy security and air pollution in ways that support sustainable
economic development. Working together, we can make a significant contribution to global
clean development and climate.



Asia-Pacific Partnership

on Clean Development and Climate
Inaugural Ministerial Meeting
Sydney, 11-12 January 2006

Charter for the Asia-Pacific Partnership
on Clean Development and Climate

We, the representatives of the national governments of Australia, China, India, Japan, the Republic of
Korea, and the United States of America (collectively referred to as the “Partners”), meeting in
Sydney, Australia on 12 January 2006:

Guided by our Vision Statement for a New Asia-Pacific Partnership on Clean Development and
Climate of 28 July 2005 (Annex I), which is an integral part of this Charter;

Bearing in mind that the purposes of the Partnership are consistent with the principles of the United
Nations Framework Convention on Climate Change and other relevant international instruments, and
are intended to complement but not replace the Kyoto Protocol;

Decide to create the Asia-Pacific Partnership on Clean Development and Climate (referred to as the
“Partnership”) and set forth the following non-legally binding Charter for the Partnership. This
Partnership will serve as a framework for supporting agile, constructive, and productive international
cooperation among the Partners to meet our development, energy, environment, and climate change
objectives.

1 Shared Vision

1.1 The Partners have come together voluntarily to advance clean development and climate
objectives, recognizing that development and poverty eradication are urgent and overriding
goals internationally. By building on the foundation of existing bilateral and multilateral
initiatives, the Partners will enhance cooperation to meet both our increased energy needs and
associated challenges, including those related to air pollution, energy security, and
greenhouse gas intensities, in accordance with national circumstances. The Partners
recognize that national efforts will also be important in meeting the Partnership’s shared
vision.

2 Purposes
2.1 The purposes of the Partnership are to:

2.1.1 Create a voluntary, non-legally binding framework for international cooperation to
facilitate the development, diffusion, deployment, and transfer of existing, emerging
and longer term cost- effective, cleaner, more efficient technologies and practices
among the Partners through concrete and substantial cooperation so as to achieve
practical results;

2.1.2 Promote and create enabling environments to assist in such efforts;



2.1.3

2.14

Facilitate attainment of our respective national pollution reduction, energy security and
climate change objectives; and

Provide a forum for exploring the Partners’ respective policy approaches relevant to
addressing interlinked development, energy, environment, and climate change issues
within the context of clean development goals, and for sharing experiences in developing
and implementing respective national development and energy strategies.

Functions

3.1 Through this Partnership, the Partners are to cooperate to:

311

3.1.2

3.13

3.14

3.15

3.16

3.1.7

3.18

Exchange information on Partners’ respective policy approaches relevant to addressing
interlinked development, energy, environment, and climate change issues within the
context of clean development, including any gaps and overlaps in national policy
approaches, as well as other areas of mutual interest;

Share experiences and exchange information about developing and implementing
national clean development strategies and efforts to reduce greenhouse gas intensities;

Identify, assess, and address barriers to the promotion and creation of an enabling
environment for development, diffusion, deployment, and transfer of existing, emerging
and longer term cost-effective, cleaner, more efficient, and transformational technologies
and practices in accordance with the Partners’ priorities;

Identify and implement bilateral and multilateral cooperative activities among Partners
for the development, deployment, diffusion, and transfer of existing, emerging and longer
term cost- effective, cleaner, more efficient, and transformational technologies, in
accordance with the Partners’ priorities;

Facilitate collaboration among existing bilateral and multilateral initiatives and promote
information-sharing on climate-related technologies of respective Partners;

Incorporate human and institutional capacity-building elements, as appropriate, into
activities as a means to strengthen cooperative efforts;

Engage the private sector as an integral part of the cooperative activities of the
Partnership, as well as development banks, research institutions, and other relevant
governmental, intergovernmental, and non-governmental organizations, as appropriate;

Develop and implement work programs decided by the Partners; and



3.1.9 Assess regularly the progress of the Partnership to ensure its effectiveness.

3.2 Each Partner will undertake activities contemplated by this Charter in accordance with the
laws, regulations, and policies under which it operates and applicable international
instruments to which it is a party.

Organization

4.1 A Policy and Implementation Committee and an Administrative Support Group will be
formed to facilitate implementation of the Partnership.

4.2 The Policy and Implementation Committee will govern the overall framework, policies, and
procedures of the Partnership, periodically review progress of collaboration, and provide
direction to the Administrative Support Group. It will be responsible for management of the
implementation of the cooperative activities of the Partnership, and for engaging
representatives of the private sector, as well as representatives of development banks,
research institutions, and other relevant governmental, intergovernmental, and non-
governmental organizations, as appropriate. It will undertake activities in the promotion and
creation of enabling environments within Partners and in support of Partners’ efforts to meet
relevant national-level clean development objectives. The Policy and Implementation
Committee may form appropriate task forces and other subgroups to assist it in its work. The
Policy and Implementation Committee should meet as often as is determined necessary by its
members to accomplish its work, and may focus its agenda on policy issues or technical
issues, or both, as appropriate. Policy and Implementation Committee decisions are to be
made by consensus of the Partners on the Committee.

4.3 The Administrative Support Group, which serves as the principal coordinator of the
Partnership’s communications and activities, will be responsible for: (1) organizing meetings
of the Partnership; (2) arranging special activities, such as teleconferences and workshops;
(3) coordinating and communicating information regarding actions of the Partnership; (4)
serving as a clearinghouse of information regarding the Partnership; (5) maintaining
procedures and responsibilities for key functions that are approved by the Policy and
Implementation Committee; and (6) performing such other tasks as the Policy and
Implementation Committee directs. The Administrative Support Group’s function will be
administrative in nature, and will not include matters of substance except as specifically
instructed by the Policy and Implementation Committee.

4.4 The Policy and Implementation Committee comprises representatives from Partners. Each
Partner included in Annex Il may designate up to three representatives to meetings of the
Policy and Implementation Committee.

4.5 The Policy and Implementation Committee may, at its discretion, permit other experts to
attend its meetings.



4.6 The United States Government is to serve initially as the Partnership’s Administrative
Support Group. This arrangement will be reviewed at two year intervals and may be changed
by decision of the Policy and Implementation Committee. Each Partner will designate an
administrative liaison to serve as its principal point of contact for the Administrative Support
Group.

4.7 The Administrative Support Group may, as required, utilize the services of personnel
employed by the Partners and made available to the Administrative Support Group. Unless
otherwise determined by the Partners, such personnel are to be remunerated by their
respective employers and remain subject to their employers’ conditions of employment.

4.8 Each Partner will individually determine the nature of its participation in Partnership
activities.

Funding

5.1 Participation in the Partnership is on a voluntary basis. Each Partner may, at its discretion,
contribute funds, personnel, and other resources to the Partnership subject to the laws,
regulations, and policies of the Partner. Any costs arising from the activities contemplated in
this Charter are to be borne by the Partner that incurs them, unless other arrangements are
made.

Intellectual Property

6.1 All matters related to intellectual property and the treatment thereof arising from cooperative
activities of the Partnership are to be addressed on a case-by-case basis within the specific
context in which they appear, bearing in mind the purposes of the Partnership.

Amendments

7.1 The Policy and Implementation Committee may amend this Charter and its Annex Il at any
time by consensus of the Partners on the Committee.

Term of Charter

8.1 Cooperation under this Charter will commence on 12 January 2006. Any Partner may
terminate its membership upon written notice 90 days prior to the anticipated termination.



Annex |

Vision Statement of Australia, China, India, Japan, the Republic of Korea, and the United
States of America for a New Asia-Pacific Partnership on Clean Development and Climate
28 July 2005

Development and poverty eradication are urgent and overriding goals internationally. The World
Summit on Sustainable Development made clear the need for increased access to affordable, reliable
and cleaner energy and the international community agreed in the Delhi Declaration on Climate
Change and Sustainable Development on the importance of the development agenda in considering
any climate change approach.

We each have different natural resource endowments, and sustainable development and energy
strategies, but we are already working together and will continue to work to achieve common goals.
By building on the foundation of existing bilateral and multilateral initiatives, we will enhance
cooperation to meet both our increased energy needs and associated challenges, including those
related to air pollution, energy security, and greenhouse gas intensities.

To this end, we will work together, in accordance with our respective national circumstances, to
create a new partnership to develop, deploy and transfer cleaner, more efficient technologies and to
meet national pollution reduction, energy security and climate change concerns, consistent with the
principles of the U.N. Framework Convention on Climate Change (UNFCCC).

The partnership will collaborate to promote and create an enabling environment for the
development, diffusion, deployment and transfer of existing and emerging cost-effective, cleaner
technologies and practices, through concrete and substantial cooperation so as to achieve practical
results. Areas for collaboration may include, but not be limited to: energy efficiency, clean coal,
integrated gasification combined cycle, liquefied natural gas, carbon capture and storage, combined
heat and power, methane capture and use, civilian nuclear power, geothermal, rural/village energy
systems, advanced transportation, building and home construction and operation, bioenergy,
agriculture and forestry, hydropower, wind power, solar power, and other renewables.

The partnership will also cooperate on the development, diffusion, deployment and transfer of
longer-term transformational energy technologies that will promote economic growth while enabling
significant reductions in greenhouse gas intensities. Areas for mid- to long-term collaboration may
include, but not be limited to: hydrogen, nanotechnologies, advanced biotechnologies, next-
generation nuclear fission, and fusion energy.

The partnership will share experiences in developing and implementing our national sustainable
development and energy strategies, and explore opportunities to reduce the greenhouse gas intensities
of our economies.



We will develop a non-binding compact in which the elements of this shared vision, as well as
the ways and means to implement it, will be further defined. In particular, we will consider
establishing a framework for the partnership, including institutional and financial arrangements and
ways to include other interested and like-minded countries.

The partnership will also help the partners build human and institutional capacity to strengthen
cooperative efforts, and will seek opportunities to engage the private sector. We will review the
partnership on a regular basis to ensure its effectiveness.

The partnership will be consistent with and contribute to our efforts under the UNFCCC and will
complement, but not replace, the Kyoto Protocol.



Australia

China

India

Japan

Republic of Korea
United States of America
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Asia-Pacific Partnership

on Clean Development and Climate
Inaugural Ministerial Meeting
Sydney, 11-12 January 2006

Work Plan

The Partnership Work Plan sets out an innovative approach of using government/industry Task
Forces to develop sustainable solutions to our shared challenges through bottom-up practical
action. This recognises that harnessing the power of our private sectors, our research
communities and our governments is the most effective way to drive sustainable development
outcomes across Partners’ economies. We will bring together key experts and leaders focusing
on these issues from the public, private and research sectors of our economies. We will also
share experiences on related issues, for example, on workplace safety and technologies that help
ensure the health and well-being of our peoples.

Our Work Plan focuses on power generation and distribution, as well as key industry sectors of
our economies.

We have jointly established eight public-private sector Task Forces covering: (1) cleaner fossil
energy; (2) renewable energy and distributed generation; (3) power generation and transmission;
(4) steel; (5) aluminium; (6) cement; (7) coal mining; and (8) buildings and appliances.

As a priority, each Task Force will formulate detailed action plans outlining both immediate and
medium-term specific actions, including possible “flagship” projects and relevant indicators of
progress. These will be submitted to the Policy and Implementation Committee for
consideration as soon as practicable — if possible, by mid-2006.

In particular, we have asked the Task Forces to consider in their work the following:
e review the current status of their sector with regard to clean development and climate;
« share knowledge, experience and good practice examples of how industrial efficiency,
energy efficiency and environmental outcomes can be improved, including through

valuable and practical short-term actions;

 identify specific opportunities for cooperation including with relevant international
financial organisations such as the Asian Development Bank and the World Bank;

« define the current state of the technology in terms of cost, performance, market share and
barriers;



« identify cost and performance objectives and the actions needed to achieve these
objectives; and

« identify, wherever possible, ambitious and realistic goals.

In progressing its work, each Task Force will build on the wide range of actions already in place
in Partners through national programmes and other international cooperative arrangements and,
where appropriate, seek to leverage existing initiatives to ensure maximum return on our
resources. Projects and actions advancing technology and improving best practices in each
Partner may also be linked, where useful, with others in the region, allowing us to share lessons
across the Partnership.

It is anticipated that actions may include technology based research, pilot, demonstration and
deployment projects, skills enhancement and exchange, commercial and information exchanges
(for example industry-oriented workshops, high level policy dialogue) and measures to
disseminate best practice.

In the first stage of the Partnership we chose to focus on a number of specific areas. The Vision
Statement detailed a rich array of other sectors, such as transport and agriculture, where we will
explore co-operation as the Partnership develops. We envisage that future meetings will address
other sectors of interest, cross-cutting matters, as well as to provide a forum for sharing
experiences in developing and implementing our national sustainable development and energy
strategies.

Cleaner Fossil Energy Task Force

Chair: Australia
Co-chair: China

Coal and gas are, and will remain, critical fuels for all six Partner economies. There are a range
of key advanced coal and gas technologies with the potential to significantly reduce greenhouse
gas emissions levels, air-borne pollutants and other environmental impacts. These are focused
on a suite of technologies associated with CO2 capture and storage, as well as complementary
advanced power generation systems. These include integrated gasification combined cycle
(IGCC), oxy-fuel and post-combustion capture. Other technologies such as ultrasupercritical
pulverised fuel, coal cleaning and treatment, poly-generation, hydrogen production, enhanced
coal bed and waste coal mine methane and coal gasification and liquefaction are also important
elements of a cleaner fossil energy future.

It is well understood that the costs of new technologies decline over time and a key objective for
the Partnership is to accelerate the development and deployment of these technologies through
collaborative research and on-going demonstration so as to reduce costs and facilitate the
availability of a broad range of accessible and affordable low-emission technologies.
Opportunities exist for integrating key technologies to achieve lower- or zero-emitting power
production facilities.



In addition, there is a need to identify and address barriers to the delivery of liquefied natural
gas, which is also needed to meet the rapidly growing need for high quality, affordable and low
emission fuel in Asia-Pacific Partnership countries.

Objectives

« Build on the range of existing national (and other international) measures and initiatives
to develop an Asia-Pacific Partnership cleaner fossil energy technology development
program.

e ldentify the potential for, and encourage uptake of, CO2 geosequestration opportunities
in Partnership countries.

e Further develop coal bed and waste coal mine methane gas and LNG/natural gas
opportunities and markets in the Asia-Pacific region.

e Build the research and development base, and the market and institutional foundations of
Partners through technology supporting initiatives, such as education, training and skills
transfer.

Renewable Energy and Distributed Generation Task Force

Chair: Republic of Korea
Co-chair: Australia

Renewable energy technologies, such as hydro (large and mini), solar, geothermal, wind and
tidal can deliver power with virtually zero emissions. Distributed generation (including landfill
waste methane-based generation) also has the potential to significantly reduce emissions and
promote greater cost and network efficiencies. The wide scale deployment of renewable energy
and distributed generation technologies increases the diversity of energy supply, and can
contribute to improving energy security and reducing fuel risks, particularly in remote and
fringe-of-grid areas. These energy sources and distributed generation technologies, which are
ideally suited to mid-sized and smaller scale applications can also assist in alleviating poverty by
improving access to energy services, as well as increasing job opportunities and improving air
quality and public health.

The emerging nature of many renewable energy technologies means that there can be market and
technical impediments to their uptake, such as cost-competitiveness, awareness of technology
options, intermittency and the need for electricity storage. Work is currently being undertaken
by many members of the Partnership to address these barriers to increase the wide-scale uptake
of renewable energy. However, advances in technology design, system planning and grid
operations are demonstrating the financial viability of distributed utility applications. In
addition, alternative fuels, such as biodiesel and ethanol, also can potentially offer significant
environmental benefits in the future. Similarly these alternatives are also on the pathway to
becoming cost-competitive and for deployment on a large-scale. The Task Force will focus on
the most promising technologies and applications, particularly rural, remote and peri-urban
applications, where renewable energy and distributed generation applications can be cost
competitive.



Objectives

« Facilitate the demonstration and deployment of renewable energy and distributed
generation technologies in Partnership countries.

« ldentify country development needs and the opportunities to deploy renewable energy
and distributed generation technologies, systems and practices, and the enabling
environments needed to support wide-spread deployment, including in rural, remote and
peri-urban applications.

o Enumerate financial and engineering benefits of distributed energy systems that
contribute to the economic development and climate goals of the Partnership.

« Promote further collaboration between Partnership members on research, development
and implementation of renewable energy technologies including supporting measures
such as renewable resource identification, wind forecasting and energy storage
technologies.

e Support cooperative projects to deploy renewable and distributed generation technologies
to support rural and peri-urban economic development and poverty alleviation.

« Identify potential projects that would enable Partners to assess the applicability of
renewable energy and distributed generation to their specific requirements.

Power Generation and Transmission Task Force

Chair: United States of America
Co-chair: China

Stable and affordable supply of electricity is indispensable for our economic growth. With the
advent of electricity becoming available to a large number of people in developing countries and
the increasing electrification in developed countries the power generation sector is and will
continue to be the largest emitter of emissions. Modelling indicates that accelerated adoption of
world-best practice for thermal power generation alone would reduce global emissions by 1.5 per
cent by 2010 as well as reducing air pollution. Potential areas for cooperation in the power
sector would include the improvement of thermal efficiency of power plants, fuel switching
and/or multi-firing, reform of electricity markets, loss reduction in transmission, and demand
side management.

Objectives

o Assess opportunities for practical actions to develop and deploy power generation,
transmission and demand side management technologies that can aid development and
climate concerns.

o Facilitate demonstration and deployment of practices, technologies and processes to
improve efficiency of power production and transmission within Partnership countries.



« Enhance collaboration between Partners on research and development of such
technologies and processes.

« Enhance synergy with relevant objectives of other Task Forces (i.e. Cleaner Fossil
Energy, Renewable Energy and Distributed Generation, Buildings and Appliances).

« ldentify potential projects that would enable Partner countries to assess the applicability
of energy feedstocks to their specific requirements.

« Identify opportunities to enhance investment in efficient power supply by improving
energy markets and investment climate.

Steel Task Force

Chair: Japan
Co-chair: India

Asia-Pacific Partners account for nearly 50 per cent of the world’s steel production. The Steel
Task Force will facilitate the uptake of best available technology, practices and environmental
management systems in Partnership countries together with increased recycling. The Task Force
will assist in the provision of expert advice in relation to the opportunities to reduce greenhouse
gas and other emissions levels through the introduction of existing and emerging technologies
and identify any other opportunities, with an initial focus on operations in China and India.
Action will focus around securing improved benchmarking and reporting, energy and material
efficiencies and technology development and deployment.

Objectives

o Develop sector relevant benchmark and performance indicators.

« Facilitate the deployment of best practice steel technologies.

« Increase collaboration between relevant Partnership country government, research and
industry steel-related institutions.

o Develop processes to reduce energy usage, air pollution and greenhouse gas emissions
from steel production.

e Increase recycling across the Partnership.

Aluminium Task Force

Chair: Australia
Co-chair: United States

Asia-Pacific Partners account for 37 per cent of the world’s aluminium production. The
aluminium industry is one of the fastest growing sectors, with rapid growth in developing
countries.



The industry can make further improvements in environmental performance, while reducing
costs, through best practice use of existing equipment (in particular perfluorocarbons (PFC)
emissions management), increased uptake of best available and affordable technology (including
improved instrumentation), the continued development and deployment of new technologies, and
by increasing levels of recycling. Through the Partnership, countries can advance industries
towards global PFC reduction objectives and address energy efficiency and other CO2 process
emissions by promoting best practice performance, increasing technical support and identifying
impediments to deployment of best available and affordable technology.

Objectives

e Enhance current aluminium production processes through uptake of best - practice use of
existing equipment.

e Advance the development and deployment of new best practice aluminium production
process and technologies across Partnership economies.

o Enhance sector-related data, including recycling and performance.

« Facilitate increased aluminium recycling rates across the Partnership.

Cement Task Force
Chair: Japan

Asia-Pacific Partners account for 61 per cent of the world’s cement production. The cement
Task Force would facilitate the uptake of best available technology and environmental
management systems in Partnership countries. This would be through the introduction and/or
replacement of old technology (primarily the wet kiln process) in favour of dry processing
technologies, energy efficient technologies, process improvements, power generation from waste
heat recovery and enhanced co- processing of low grade primary fuels and industry wastes. The
Task Force will assist in the provision of expert advice in relation to the opportunities to reduce
greenhouse gas and other emissions levels through the introduction of these existing and
emerging technologies and identify other key opportunities.

Objectives

« Facilitate demonstration and deployment of energy-efficient and cleaner product
formulation technologies in Partnership countries that will significantly improve the
greenhouse gas emissions intensity and the air pollutant emissions intensity of cement
operations.

o Develop sector relevant benchmark and performance indicators.

o Take advantage of opportunities to build infrastructure in developing countries and
emerging economies that uses energy efficient cement and concrete building and paving
materials.



Coal Mining Task Force

Chair: United States of America
Co-chair: India

Asia-Pacific Partners collectively generate approximately 65 per cent of world primary coal
production. Coal is the dominant fuel source globally and among the Partners, and its use is
expected to continue to grow over the coming decades. Improving the efficiency of the mining
and processing of coal and improving the monitoring and control of coal mine methane gas can
make a significant contribution to emissions reductions and workplace safety. The Task Force
will address the reclamation and rehabilitation of mined lands, runoff, abandoned mines and best
safety practice. The Coal Mining Task Force will work collaboratively with the Cleaner Fossil
Energy Task Force to ensure that synergies are captured in improving coal processing and
developing new coal-based generation technologies.

Objectives

o Facilitate technologies and practices that can improve the economics and efficiencies of
mining and processing and continue to improve safety and reduce environmental impacts.

o Establish, as appropriate, efficiency and emissions intensity and mine reclamation
objectives based on each nation’s circumstances.

« ldentify current reclamation activities in each country, as appropriate, and exchange best
practice information in reclamation of surface mined lands with a focus on enhanced
surface reclamation practices that improve the opportunities for carbon sequestration.

Buildings and Appliances Task Force

Chair: Republic of Korea
Co-chair: United States of America

Reducing our use of energy for buildings and appliances decreases the demand for primary
energy and is a key means to deliver better economic performance, increase energy security and
reduce greenhouse gas and air pollutant emissions. Partner countries have recognised for some
time the importance of cooperating on energy efficiency for buildings and appliances, and have
already taken a range of bilateral and other collaborative actions in this area. As the Partners
represent a majority of the world’s manufacturing capacity for a diverse range of appliances, we
have the potential to drive significant regional and global improvements in energy efficiency in
this sector. The Partners will demonstrate technologies, enhance and exchange skills relating to
energy efficiency auditing, share experiences and policies on best practices with regard to
standards and codes, as well as labelling schemes for buildings, building materials and
appliances.



Objectives

e Use cooperative mechanisms to support the further uptake of increasingly more energy
efficient appliances, recognizing that extensive cooperative action is already occurring
between Partner countries.

o Promote best practice and demonstrate technologies and building design principles to
increase energy efficiency in building materials and in new and existing buildings.

e Support the integration of appropriate mechanisms to increase the uptake of energy
efficient buildings and appliances into broader national efforts that support sustainable
development, increase energy security and reduce environmental impacts.

o Systematically identify and respond to the range of barriers that limit the implementation
of end-use energy efficiency practices and technologies.

Task Force Administration

The life of a Task Force depends on accomplishment of its objectives, which encompass both
short-term and long-term actions. Partners expect to establish jointly other Task Forces in the
future to explore other aspects of clean development and climate. The Task Force chairs shall be
senior officials from Partnership countries and the membership of each Task Force may be
drawn from the public, private and research domains so as to engage key experts.

Task Forces will report to the Policy and Implementation Committee, which will consider the
action plans developed and decide which projects to formally endorse as Partnership projects.
Each Partner will make its own decisions on its participation in individual projects. The Policy
and Implementation Committee may approve Task Force involvement from non-Partner
countries where this would enhance the effectiveness of the Task Force work.





